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LIMITED OFFICIAL USE BELGRADE 0707 

PASS OPIC FOR lACQUELINE CRUMPLER, APPLICATION OEFICE 

E 0 1 1652: N/A 
TAGS: ECIN, YO 

SUBJECT: APPLICATION FOR OPIC POLITICAL RISK INVESTMENT 
INSURANCE - DRESSER INDUSTRIES (HARBISON WALKER 
REERACTORIES INTERNATIONAL) 

REE: 77 BELGRADE 6914 

1. EMBASSY SUBMITS THE FOLLOWING ADDITIONAL DETAILS RE 
THIS PROPOSED JOINT VENTURE TO PRODUCE MAGNESIUM SILICATE 
FROM SEA WATER. OPIC SHOULD BE PASSED COPY OP REFTEL WHICH 
CONTAINS INFO ON THIS JOINT VENTUE PROPOSAL. 

2. AS INDICATED REPTEL HARBISION WALKER REFRACTORIES HAS 
SIGNED A JOINT VENTURE AGREEMENT WITH YUGOSLAV PIRM, 
MGANOHROM. HOWEVER, WE NOW KNOW THAT THIS AGREEMENT HAS NOT 
REPEAT NOT BEEN DATED. THE AGREEMENT WILL NOT BE DATED 

UNTIL THE POLISH PARTNER ALSO SIGNS THE AGREMENT. WHEN 
THIS OCCURS YUGOSLAV LAW REUIRES THAT WITHIN THIRTY DAY 
LIMITED OFFICIAL USE 
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PERIOD SIGNED AGREEMENT BE SUBMITTED FOR 
REGISTRATION TO THE FEDERAL COMMITTEE POR ENERGY 
AND INDUSTRY. REGISTRATION IS TANTAMOUNT TO GOVERNMENT 
APPROVAL. THEREFORE, FOREIGN GOVERNMENT APPROVAL 
(FGA) OF THIS PROJECT HAS NOT YET 

BEEN OBTAINED. WE HAVE BEEN TOLD, HOWEVER, BY NON- 
GOVERNMENT SOURCES THAT A PRELIMINARY DRAFT OF THIS JOINT 
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VENTURE PROPOSAL WHICH WAS SUBMITTED TO THE EEDERAL 
COMMITTEE EOR ENERGY AND INDUSTRY WAS EOUND ACCEPTABLE 
IN PRICNCIPLE. HOWEVER NEW JOINT VENTURE LEGISLATION IS UNDER 
CONSIDERATION. THIS PROPOSED LEGISLATION, OE WHICH WE 
KNOWN LITTLE, COULD BE APPROVED SHORTLY AND COULD 
CONCEIVABLY AEEECT ACCEPTABILITY OP JOINT VENTURE. 

3. ACCORDING TO OFPICIAL OP INTERNATIONAL INVESTMENT 
CORPORATION EOR YUGOSLAVIA (IICY), WHO RECENTLY PARTICIPATED 
IN MEETINGS IN POLAND ON THIS JOINT VENTURE, 

POLES HAVE PINALLY DESIGNATED POLISH PARTNER. PIRM IS A 
POREIGN TRADE ORGANIZATION CALLED "MINEX". A POLISH BANK "BANK 
HANDLOWY" IS ALSO INDIRECTLY INVOLVED. DELAY IN IMPLEMENTATION 
OP THIS JOINT VENTURE HAS BEEN LARGELY ON THE POLISH SIDE: 

FIRST, IN DESIGNATING PARTNER AND NOW BECUASE OP PINANCING 
PROBLEMS. UNDER PROPOSED AGREEMENT POLES ARE TO PROVIDE 
DOES 6.4 MILLION IN CASH AND A DOLS 24 MILLION COMMIDITY 
CREDIT. UNDER THE COMMIDITY CREDIT ARRANGEMENT MINEX WILL 
SELL COMMODITIES THROUGH THE YUGOSLAV FOREIGN TRADE FIRM 
GENERAL EXPORT AND PUNDS GENERATED WOULD BE PROVIDED TO THE 
JOINT VENTURE. PLLES, HOWEVER, HAVE STILL NOT PRODUCED 
LIST OP COMMODITIES TO BE SOLD AND ARE TRYING TO RENEGE 
OR AT LEAST HOLD OPE ON COMMODITY ARRANGEMENT. ALSO MINEX 
HAS AS YET BEEN UNABLE TO COME UP WITH THE OTHER SOLLARS 
6.4 MILLION IN EQUITY. IICY OPPICIAL ATTRIBUTES THESE 
DELAYS TO DIFPERENT INTERESTS AND IN-FIGHTING WITHIN 
LIMITED OPPICIAL USE 
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POLISH MINISTRIES. POLISH GOVT, HOWEVER, HAS GIVEN 
ASSURANCES THAT IT WILL MOVE AHEAD IN 1978 ON THE PROJECT 
AND IICY OPPICIAL IS HOPEFUL AGREEMENT WILL BE SIGNED IN 
LAGE PEBRUARY. IF ALL OF POLISH FINANCING DOES NOT 
MATERIALIZE THERE IS POSSIBILITY THAT INTERNAIONAL 
PINANCE CORPORATION (IPC), WHICH IS ASSOCIATED WITH IICY, 

MIGHT TRY TO ARRANGE PINANCING. 

4. SEVERAL MONTHS AGO THERE WERE SOME ECOLOGICAL 
OBJECTIONS TO THIS PROJECT FROM MUNICIPAL AUTHORITIES IN THE 
BAR AREA. WE NOW UNDERSTAND HHESE COCERNS HAVE BEEN 
SATISFIED. 

5. THIS JOINT VENTURE CONPORMS WITH US POLICY TO BROADEN 
ECONOMIC RELATIONS WITH YUGOSLAVIA AND EMBASSY PERCEIVES NO 
POLITICAL OR ECONOMIC OBJECTIONS TO JOINT VENTUERE. ONLY 
POSSIBLE OBSTACLE EMBASSY CAN SEE TO PROVISION OF OPIC 
COVERAGE IS WHERE PROJECT FALLS WITHIN NEW OPIC GUIDELINES 
RESTRICTING COVERAGE IN DEVELOPING COUNTRIES WITH OVER DOLLARS 
1000 PER CAPITAL INCOME. HOWEVER, SINCE JOINT VENTURE 

FALLS WITHIN GENERAL SECTOR OP MINERALS DEVELOPMENT, ONE 
OP AREAS IN WHICH EXCEPTION TO DOLLARS 10000 
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LIMITATION ARE ALLOWED, EMBASSY RECOMMENDS APPROVAL OF 
OPIC COVERAGE. 

EAGLEBURGER 
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